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SUB J : MALAYSIA ANNOUNCES NATURAL RUBBER STOCK ADJUSTMENT SCHEME 
REF: STATE 159260 (NOTAL) 

1. BEGIN LIMITED OFFICIAL USE. SUMMARY: GOM ANNOUNCES 
RUBBER STOCK ADJUSTMENT SCHEME WHEREBY MAJOR 
RUBBER PRODUCERS AND EXPORTERS WILL INCREASE STOCKS 
END OF JULY TEN PERCENT ABOVE END OF JUNE LEVELS. 

SCHEME TO CONTINUE UNTIL UNSPECIFIED PRICE LEVEL OB- 
TAINED FOR NATURAL RUBBER. ACCORDING MINISTRY OF 
PRIMARY INDUSTRIES, GOM CONSULTED IN ADVANCE WITH MAJOR 
PRODUCERS AND EXPORTERS WHO AGREED TO COOPERATE IN 
SCHEME. EMBASSY ASSESSES MOVE AS BASICALLY PSYCHOLOGICAL 
ATTEMPT BOOST SAGGING RUBBER MARKET PRICES OVER SHORT 
INTERIM PERIOD UNTIL EXPECTED INCREASES DEMAND OCCUR 

IN EUROPE AND UNITED STATES. END SUMMARY. END LOU. 

2. BEGIN UNCLASSIFIED. MINISTER OF PRIMARY INDUSTRIES 
DATUK TAIB MAHMUD ANNOUNCED 22 JULY THAT GOM WORKING 
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RUBBER (NR) STOCK ADJUSTMENT SCHEME IN "ATTEMPT TO 
EVEN OUT SUPPLY AND DEMAND SITUATION." UNDER SCHEME 
MAJOR RUBBER ESTATES AND EXPORTERS WILL INCREASE THEIR 
STOCKS END OF JULY ABOUT TEN PERCENT ABOVE JUNE LEVELS. 
SCHEME WILL NOT AFFECT SMALLHOLDERS' NR PRODUCTION AS 
DEALERS WILL CONTINUE BUYING THEIR TOTAL RUBBER OUTPUT. 

3. TAIB EXPRESSED CONCERN ABOUT RAPID RATE DECLINE IN 
NR PRICES OVER PAST FEW WEEKS DUE SLUGGISH DEMAND 
OVERSEAS, PARTICULARLY EUROPE AND UNITED STATES. TAIB 
DESCRIBED PRESENT SITUATION AS NOT SO DRASTIC AS TO 
CALL FOR GOM INTERVENTION. STOCKS MAINTAINED BY RUBBER 
ESTATES AND DEALERS UNDER PROPOSED SCHEME WOULD BE ON 
VOLUNTARY BASIS AND NOT STOCKPILE INVOLVING GOM. 

4. ON 24 JULY TAIB PUBLICLY ANNOUNCED THAT STOCK ADJUST- 
MENT SCEME WILL CONTINUE FOR AS LONG AS NECESSARY AND 
UNTIL CERTAIN PRICE LEVEL ACHIEVED FOR NATURAL RUBBER. 
DECLINED TO SPECIFY TARGET PRICE BUT INDICATED CURRENT 
PRICES SATISFACTORY (RUBBER PRICE CLOSED AT 172.50 
CENTS MALAYSIAN P/KILO 24 JULY BUT FELL TO 168 CENTS 
MALAYSIAN P/KILO ON 25 JULY). 

5. TAIB ALSO HINTED THAILAND AND INDONESIA MIGHT ADOPT 
SIMILAR STOCK ADJUSTMENT SCHEME AND SAID MINISTERIAL 
CONFERENCE OF ASSOCIATION OF NATURAL RUBBER PRODUCERS, 

TO BE HELD NEXT MARCH OR APRIL, WILL DISCUSS SETTING 

UP REGIONAL NR BUFFER STOCK. INDIVIDUAL COUNTRIES 
MAY FINANCE STOCK BASED ON THEIR PRODUCTION OR CENTRAL 
BODY SIMILAR INTERNATIONAL TIN COUNCIL MAY BE ESTABLISHED. 
END UNCLASSIFIED. 

6. BEGIN LIMITED OFFICIAL USE. COMMENT: MINISTRY OF 
PRIMARY INDUSTRIES OFFICIAL TOLD EMBOFF THAT MAJOR 
RUBBER PRODUCERS AND EXPORTERS HAD BEEN CONSULTED IN 
ADVANCE AND HAVE AGREED COOPERATE IN SCHEME. COULD NOT 
GIVE FIGURE ON VOLUME REPRESENTED BY TEN PERCENT IN- 
CREASE NR STOCKS. WOULD NOT SAY WHAT NR PRICE OR RANGE 
OF PRICES CONSIDERED BY GOM TO BE SATISFACTORY. ALSO 
SAYS GOM PLANS CONSULT WITH OTHER RUBBER PRODUCING 
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NATIONS ON POSSIBLE REGIONAL STOCKPILING ALTHOUGH THIS 
WILL TAKE LONG PERIOD OF TIME. SECGEN, ASSOCIATION OF 
NATURAL RUBBER PRODUCERS COMMENTED THAT STOCK ADJUSTMENT 
SCHEME MORE PSYCHOLOGICAL THAN REAL. GOM HAS TAKEN 
SIMILAR ACTION PREVIOUSLY, FOR EXAMPLE IN 1972, IN 
EFFORT BOOST SAGGING NR PRICES. REGARDING REGIONAL 
NR STOCKPILE, SECGEN SAYS THIS BEING STUDIED BY ASSO- 
CIATION, BUT WILL TAKE TIME AND NO AGREEMENT BY ANY 
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OF OTHER RUBBER PRODUCERS EXPECTED NEAR FUTURE. END 
LIMITED OFFICIAL USE. 

UNDERHILL 
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